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THE TARIFF AND THE TRUSTS. 
—DISCUSSION. 

Henry B. Gardner: So far as Professor Flux's 
paper is concerned, it will suffice to say that I find my- 
self in practical agreement with it and I shall, therefore, 
use the few minutes at my disposal in pointing out in 
what respects the presentations of the subject by Mr. 
Clarke and Mr. Holt appear to me open to criticism. 

I may say at the beginning also that in so far as these 
papers are open to criticism it seems to be more because 
of a partial treatment, a failure to grasp the question as 
a whole, than because of positive error in the views ad- 
vanced. I venture to say that a "trust" does not mean 
the same thing to Mr. Clarke and to Mr. Holt. The term 
represents not a simple idea but an idea made up of vari- 
ous elements, among the most important of which are 
concentration in control and management of industry, 
making difficult the establishment and maintenance of 
independent enterprises within the territory covered by 
the combination, and ability to exercise greater control 
over supply and price than is possible in the absence of 
such concentration of management and control. 

Bearing in mind these two distinct, although frequently 
related, elements which go to make up a trust, it is evi- 
dent that they may be differently affected by such an in- 
fluence as the imposition or removal of import duties. 

It is apparently the tendency toward concentration 
which Mr. Clarke has exclusively in mind. He points 
out that this tendency is world-wide; that it has shown 
itself in England as well as in protected countries and 
in this country in industries in no way dependent on the 
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tariff. In this contention, I believe, speaking generally, 
he is right. I fail to see, speaking generally again, why 
in a country such as the United States either the motives 
for or the conditions which determine the possibility of 
bringing about concentration should be greatly affected 
by the presence or absence of protective duties. Tariffs 
have not created the movement towards concentration in 
industrial control. What they have done is to give the 
movement a national character by creating distinct econ- 
omic regions coterminous with national territories. 

When we turn to the other element which enters into 
our idea of a trust, namely, the power to control prices, 
it seems equally evident that this power is increased by 
import duties on the goods which the trust produces, 
when in the absence of such a duty foreign goods would 
be imported, that is, when the import duty is not merely 
nominal. The effect is practically the same in kind as 
would result from the imposition of excise duties on 
domestic products outside the trust. 

The establishment of this truth practically constitutes 
the whole of Mr. Holt's argument. To his mind appa- 
rently a trust shorn of its power over prices ceases to be a 
trust. It is a truth also which Mr. Clarke admits, although 
he seeks to minimize its importance by urging that the 
power of raising prices conferred by the tariff on domes- 
tic monopolies may be destroyed through other agencies 
at the command of the Government. He would probably 
not deny, however, that these other agencies are both 
expensive and extremely difficult of application. 

On the other hand, it must be admitted that when it is 
a question, not of a domestic but of a foreign trust in 
control of the domestic market, a protective tariff may, 
as Mr. Clarke claims, by restricting the market for trust 
products curtail its power of extortion and create new 
competitors. 
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To sum up : 

(1) The movement towards concentration in the 
control of industry, which we term the trust movement, 
exists independently of tariff legislation. 

(2) The existence of tariffs has tended to impose 
upon the trust movement a national character. 

(3)." The existence of an import duty on products 
coming into competition with the products of the trust 
within the territory imposing a duty will probably in- 
crease the power of the trust to control prices, and the 
reduction or repeal of such duties may afford the most 
important and effective means for restricting the abuse 
of this power. 

(4) The imposition of import duties on the products 
of foreign trusts may prove an effective means of re- 
stricting their control over prices within the territory 
imposing the duties. 

(5) The effect of all such measures will probably 
prove temporary. It is not to be expected that a final 
solution of the trust question will be reached through 
tariff legislation. 

James E. Hagerty: Economic writers are fairly 
well agreed on what constitutes monopoly and how mono- 
poly prices are fixed. The determining of price is the 
fundamental thing in monopoly. The quantity of the 
commodity it is necessary to control to determine price 
varies with the class of goods produced and with various 
conditions of production. 

The tariff is not solely responsible for Trusts, as has 
been claimed. The existence of Trusts in industries in 
this country which are not sheltered by protective tariffs 
and their prevalence in England, where the protective 
tariff is not an industrial feature, disprove this contention. 
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There is, however, a definite causal relation between 
high tariffs and the power of some American trusts. 
Some of these trusts have been able by means of tariffs to 
hold up prices to points that could not be maintained in 
the absence of tariffs. When the protective tariff is 
effective it raises the prices on imported goods in the 
domestic market and enables the home producer to secure 
a higher price for his commodities than he would other- 
wise secure without the tariff. With freedom of compe- 
tition in the domestic market the foreign producer may 
be excluded by a tariff and the price of the product may 
be made less than that of foreign goods plus the tariff. 
If competition is very active prices may be but slightly 
higher than they would be if we had no tariff at all. If 
the domestic producers under such circumstances effect a 
successful combination it is possible for them to control 
the home market and raise the price of .their products to 
that of the foreign goods with the tariff added. In 
such a case, then, the tariff is a monopoly supporting 
power which may be but little less than the amount of the 
rates levied. 

That a reduction or removal of the tariff would injure 
or destroy some of the competitors of a trust before the 
latter would be seriously harmed, is doubtless true. How- 
ever, if these competitors are producing without natural 
advantages and at great costs simply because they are 
enabled to do so by the high prices maintained by the 
trusts and permitted by the tariff, it is an open question 
as to whether their existence is in harmony with national' 
interests. 

The dangers arising from the development of inter- 
national trusts in industry seem to be remote. When that 
time comes some other policy must be pursued by govern- 
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ments aside from the withdrawal of the props which have 
been in part supporting the trusts. 

Albert C. Whitaker : I approach this issue from the 
standpoint of those who believe that the growth of large 
scale industry, in a word the formation of trusts, should 
be allowed to proceed with the utmost freedom. I be- 
lieve that for real trust evils the correct remedy is merely 
the maintenance of a fair competitive field, or the aboli- 
tion of all special industrial privileges. In any case this 
is certainly the remedy which should receive first trial. 
It is not difficult to distinguish in principle between fair 
and unfair methods of competition, nor is it difficult to 
apply the principle to actual practices. Methods are fair 
which give competitive victory to efficiency, solely and 
simply. The obtainment of railway rebates, the resort 
to the local price cut, the conclusion of factors' agree- 
ments, are "unfair" because through them a perfectly 
capable, nay a superior, competitor may be forced to the 
wall. The advantage of the fair field remedy is that it 
permits the utilization of the economies of combination 
to the fullest extent, while it provides in the long run 
that prices shall yield only those pure profits which are 
the reward of superior efficiency. In recent times in this 
country there has hardly been an approximation to a 
fair field, and those trust evils which may be regarded as 
genuine evils are, as it appears to me, due solely to this 
fact. 

As for the tariff: the tariff cannot be a mother of 
trusts comparable to the railway rebate. For tariff pro- 
tection is open equally to all home producers. Only when 
some cause or cbndition other than the tariff occasions the 
unification of enterprises, does a single combination come 
to occupy the position of beneficiary of the import duties. 
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Nevertheless, a tariff which does lie upon a trust made 
product, is a wholly unwarrantable barrier in the fair 
field. This is the point at which Mr. Clarke and all true- 
blue protectionists refuse to follow. The reason is, they 
regard foreign competition, that is, competition across 
a political line, as being entirely distinct in its nature and 
effects, as involving a train of peculiar and dangerous 
industrial evils. This opens up the question of the rela- 
tion of foreign trade to home industry, in a word the 
general question of protectionism; and a remunerative 
discussion of the special issue before us cannot be con- 
ducted without reference to this wider problem. 

Infant industry protection within limits, and protection 
required to force the production of war materials not 
otherwise producible at home, may be granted to be legit- 
imate. But I should dislike to confess myself so unso- 
phisticated as to believe that the present conditions of this 
land of ours give opportunity for the employment of these 
kinds of protection. The protection we have to-day is 
based on the theory that it is contrary to public policy to 
buy from foreigners in any instance where this can "pos- 
sibly" be avoided, for the reason that they are foreigners. 
It is because of this wholly erroneous theory that 
Mr. Clarke finds himself impelled to interpret all 
cases of dumping — not as symptomatic of the exaction 
from home consumers of unnecessary and illegitimate 
tariff profits — but as measures requisite to keep home 
prices lower than they otherwise could be. Occasional 
cases of dumping may answer to the latter, or Mr. 
Clarke's, interpretation. Typical dumping in fact, I take 
it, answers to Mr. Holt's interpretation. The same mis- 
conception makes Mr. Clarke develop an extraordinary 
solicitude for the lesser independents at the first mention 
of removal of the tariff on trust made goods. He is 
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impelled to suppose the trust could stand free trade but 
that the independents could not. This is an admission 
that in the supposed case the independents do not have 
the competing power to force the trust to relinquish its 
hereby confessed largesses. Foreign competition would 
be able to effect this end, but is rejected as if essentially 
evil per se. The time is past for us to spurn the 
certain ^benefits of foreign competition because of mer- 
cantile misapprehensions of its nature. Frequently 
enough neither trust nor independents really need the 
tariff subsidy. Mr. Clarke's mistaken conceptions also 
lead him to refer to all foreign sellers as rapacious mon- 
sters who would destroy us by selling us wares cheap. 
Resistance to tariff reduction on trust or other ' pro- 
ducts, comes from a totally false doctrine regarding the 
relation of trade to industry, as far as theory is con- 
cerned; and as far as practice is concerned, is associated 
with the practice of granting duties, or indirect bounties, 
to the representatives of special beneficiary interests lob- 
bying before quiet congressional committees. The ex- 
istence . of protected combinations only furnishes an 
additional reason for a tariff revision, which is called for 
even if there were no trusts. It goes without saying that 
the unbuilding of the tariff system should be careful and 
gradual to enable necessary readjustments to be made 
with the least possible temporary and incidental loss. 



